
COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COhWISSION 
* * * * *  

In t h e  Matter of: 

GENERAL ADJUSTMENT OF RATES 1 
OF KENTUCKY UTILITIES COMPANY ) CASE NO. 7804 

O R D E R  

I T  IS ORDERED t h a t  Kentucky U t i l i t i e s  Company ( K . U . )  s h a l l  

f i l e  w i t h  t h e  Commission by J u n e  18, 1980, t h e  f o l l o w i n g  informa- 

t i o n :  

1. P r o v i d e  d e t a i l s ,  i n c l u d i n g  t h e  t o t a l  do l la r  amount 

f o r  t h e  test period, of expenses  i n c u r r e d  due  t o  flood or  other  

disasters. A l s o ,  i n c l u d e  an  a n a l y s i s  of any other e x t r a o r d i n a r y  

or n o n r e c u r r i n g  r evenue  or expense  i t e m s  c o n t a i n e d  i n  t h e  test 

p e r i o d .  

2. Please respond  t o  i t e m  10 of t h e  Commission Order d a t e d  

May 2,  1980, i n  greater de t a i l .  The a d d i t i o n a l  i n f o r m a t i o n  s h o u l d  

i n c l u d e  detailed s u p p o r t  fo r  a l l  r e v e n u e ,  expense ,  and N e t  O p e r a t i n g  

Income a d j u s t m e n t s  i n c l u d i n g  t h e  basis of t h e  d e t e r m i n a t i o n  of 

monthly a c c r u a l s  where u s e e  t o  a n n u a l i z e  costs, and c o m p a r a t i v e  

d e t a i l s  of t h e  a c t u a l  tes t  y e a r  costs. 

3. P r o v i d e  a n  a n a l y s i s  of t h e  effect on  D e p r e c i a t i o n  expense  

of using t h e  d e p r e c i a t i o n  rates e f f e c t i v e  J a n u a r y ,  1980, as compared 

to  the rates in e f f e c t  d u r i n g  t h e  test y e a r .  

4.  I n  Orde r  t o  comple te  t h e  response t o  i t e m  2 i n  t h e  Order 

d a t e d  Yay 2,  1980, p l e a s e  p r o v i d e  t h e  trfal b a l a n c e  i n  e a c h  under-  

l y i n g  subaccount  as of t h e  l a s t  day of t h e  t e s t  y e a r .  

5. Kentucky U t i l i t i e s  a p p l i e s  d e p r e c i a t i o n  rates t o  begin-  

n i n g  of year depreciable p l a n t  b a l a n c e s .  How l o n g  has K.U. used 

t h i s  a c c r u a l  method? Have you changed methods i n  p a s t  t e n  y e a r s ?  

Why d id  you select t h i s  method? 

6 .  A summary of K.U.'s most r e c e n t  d e p r e c i a t i o n  s t u d y ,  com- 

p l e t e d  i n  December, 1979, m a s  p r o v i d e d  t o  t h i s  Commission I n  

Februa ry  , 1980. I n  t h i s  summary i t  is stated t h a t  " recornended  

rates have been c a l c u l a t e d  u s i n g  a method t h a t  allows t h e  recogni- 

t i o n  of t h e  e x i s t e n c e  of retirement d i s p e r s i o n  i n  t h e  rates." 



A .  What method was used i n  t h e  p r i o r  d e p r e c i a t i o n  s t u d y ?  

B. Was there enough data t o  do a m o r t a l i t y  s t u d y  to de- 

t e r m i n e  a v e r a g e  s e r v i c e  l i fe?  

C. Explain m o r e  fully t h i s  new method of d e t e r m i n i n g  

d e p r e c i a t i o n  rates. 
D. Is t h i s  t h e  same e q u a l  l i f e  g roup  method t h a t  A.T. & T. 

h a s  p roposed  t o  t h e  F e d e r a l  Communication Commission? 

E. Are you aware or do you know i f  t h e  equal l i f e  group 

method of depreciation has been approved  by t h e  F e d e r a l  Energy 

R e g u l a t o r y  Commission or by any other s t a t e  regulatory commission? 

F. What is t h e  e f f e c t  of using e q u a l  l i f e  g roup  depreciation? 

Would t h i s  method have  t h e  e f f e c t  of i n c r e a s i n g  t h e  amount of 

a n n u a l  d e p r e c i a t i o n  expense  i n  t h e  earl ier years when compared t o  

t h e  old method. 

G. P r o v i d e  t h e  a t t a i n e d  a g e  and  t h e  d e p r e c i a t i o n  reserve 

a p p l i c a b l e  t o  e a c h  p r o d u c t i o n  u n i t .  

H. Who estimated t h e  s e r v i c e  life y e a r s  and are these whole 

lives r a t h e r  t h a n  a v e r a g e  lives? 

I .  Was a life s t u d y  done t o  o b t a i n  t h e  d i s p e r s i o n  c u r v e s  

for  t r a n s m i s s i o n ,  d i s t r i b u t i o n  and general p l a n t ?  

J. P r o v i d e  all back up data showing how the new d e p r e c i a t i o n  

rates t h a t  you are u s i n g  i n  t h i s  p r o c e e d i n g  were d e r i v e d .  

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  6th day of June, 1980. 

ENERGY RE COMMISSION 

ATTEST: 

:ting S e c r e t a r y  


